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Panama has been named in three recent reports as a major money-laundering country despite
its agreements to cooperate in the US war on drugs. While initially expressing outrage at being
included on the lists, the government has moved swiftly to assure the international community that
it would do whatever is necessary to get off the lists.
A report by the US Customs Service in June said Panama had not taken effective action against drug
trafficking and money laundering. The report said that Panama is a major point of transhipment for
cocaine and heroin heading for the US, but that in 1998, Panamanian drug interceptions had fallen
off by 80%. The report also said the Free Zone in the Caribbean port of Colon was a center of drug
trafficking as was the Tocumen International Airport.
The New York Times coverage of the report cited an unnamed diplomat as saying, "The country is
built on dodging taxes, dodging bizarre exchange rates, and evading court settlements. The narcos
have grafted right on." The daily El Panama America said a US government source had claimed the
Customs report was full of errors and was leaked to the press just as the House of Representatives
subcommittee on criminal justice and drug policy was about to hold hearings on money laundering.
The committee is chaired by Rep. John Mica (R-FL), a critic of US policy on Panama and one of those
in Congress who accused President Bill Clinton of risking national security by withdrawing US
military forces from Panama last December (see NotiCen, 1999-12-16). The impact of the Customs
report may be undermined because Mica and others who are now quoting it have a history of
making extravagant assertions that Panama is about to fall under the control of China, Cuba, and the
Colombian drug cartels.

G-8 task force puts Panama on noncooperating list
However, adding weight to the report is Panama's inclusion in June on a list of 17 countries that
have failed to cooperate in the global war on drugs. The Paris-based Financial Action Task Force
on Money Laundering (FATF), set up by the Group of Seven industrialized nations (G-7) in 1989,
compiled the list. Also on the list are such countries as the Bahamas, the Cayman Islands, St. Vincent
and the Grenadines, Israel, Liechtenstein, St. Christopher and Nevis, the Philippines, and the
Marshall Islands.
The Panamanian government angrily rejected its inclusion on the list. Foreign Relations Minister
Jose Aleman suggested the some G-8 members did not like Panama's financial system because
it presented them with competition, "and perhaps that is what is behind this." Another blow
to Panama was a warning in July from the US Treasury Department about "deficiencies" in its
prevention of money laundering.
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Aleman said the warning was not merited and constituted an offense against Panama's "vital
financial sector." The statement also expressed surprise that the US would warn about money
laundering in view of President Mireya Moscoso's promise earlier this year to adopt new drugfighting measures. Despite the expressions of disbelief and resentment, the government quickly set
up a committee headed by Economy Vice Minister Ricardo Quijano to examine the FATF report.
Panama's Ambassador in Washington Guillermo Ford admitted the country needed to do more to
fight drug trafficking and money laundering. "Panama cannot cover up money laundering," he said,
but emphasized that it was a global problem requiring help from all countries to eradicate.
In a meeting with Deputy Secretary of the Treasury Stuart Eizenstat, Ford said Panama was
committed in the battle against money laundering and promised to take steps to stop the "fiscal
parasites" who offer their banks for that purpose. In an interview with the daily El Panama America,
Ford said the US contemplated no sanctions against Panama. However, the newspaper said that,
according to US government sources, the US would give Panama one year to wipe out money
laundering and other banking practices that made Panama a tax evaders paradise.
Concerned about possible sanctions from the G-8, Aleman said Panama would begin a campaign
to get the G-8 nations to take Panama off the list of noncooperating countries. Aleman will take up
the matter with Japanese and Italian officials in visits he plans for August. He also announced the
formation of a blue-ribbon commission headed by presidential advisor Mario Galindo to improve
Panama's image abroad. The commission will travel to G-8 countries in August and September
carrying the message that Panama is changing its banking laws. [Sources: The New York Times,
06/09/00; Notimex, 06/22/00; Spanish News Service EFE, 07/21/00; El Panama America, 06/24/00,
07/07/00, 07/11/00, 07/22/00]
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